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This study is concerned with the relationships between the skill formation and
wage system. The objects studied are Volkswagen, Toyota and Hyundai. The
analysis results are as follows:
<Volkswagen>
The development of Volkswagen’s production system from the 1950s to the
recent period can be interpreted as a transition from Taylorism-Fordism to a
flexible production. As the production system changed in that way, the
technology, job structure and work organization were revised as well, and the
labor relation issue which had to be resolved was the wage system. The new
wage system was created in 1980, one which would considerably influence the
future direction of work organization at Volkswagen. The old system of wage
differentiation, introduced in 1951, was based on an analytical scheme of job
evaluation. Even slight changes of work organization and any new job
assignment affected pay under this wage system. The new wage formula abolished
the system of evaluating individual jobs on the basis of new job systems.
But the new wage system of Volkswagen was also a job based one. It had
marks of Taylorism-Fordism. Although Volkswagen has tried to revise its
wage system to correspond to the requirement of flexible production, the job
based wage system contradicts it. Especially the problem-solving and
social-communicative competency which have more importance in a flexible
production can not easily be the object of job evaluation. But until now the
managers and trade union did not consider a competency as unit of wage
system. The trade union is afraid of the possibility that it might lead to the
breakdown of industry-level qualification structure for workers’ solidarity, and
for managers, it means the raise of wage cost.
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<Toyota>
Toyota Production System(TPS), the crucial part of Toyota company, is
composed of three factors, ‘ability to product’, ‘ability to ‘Kaizen’’, and ‘ability
to evolve’ which makes other competing companies hard to imitate or follow.
We can assume that the core factor of TPS is an ability to enhance the factory
operation. In addition, the mechanism coupled with skill-formation and
succession system leads Toyota to bring about outstanding outcomes.
The notion of Toyota’s ‘skill’ focuses on the ability to cope with abnormal
situations, and to organize the ability as a whole which acquire not only
professional knowledge but also sociality and responsibility. Toyota invests in
education and training programs in order to support the skill-system. Along with
OJT, the company operates over 80 training facilities, including a large scale of
training center such as GPC for factories located in foreign countries. Toyota
also allocates entry-level employees to participate in various programs such as
skill-advancement, acquiring expertise grades, and skill-exchange association
which accelerate training and education.
In order to encourage employees to participate in skill-formation and training
programs actively, Toyota runs a competitive promotion-system coupled with
qualification. In this system, employees show their ability and active attitude to
get promoted and higher payments. Therefore, it can be concluded that
payments based on the job evaluation preserves Toyota’s skill-system. Toyota’s
system with acquiring expertise which focuses on the promotion of entire
employee shows the company’s effort to guarantee a better pay. Nonetheless,
according to the fact that the wage structure is bond with individual
performances, it is obvious that the system is highly competitive. Based on the
fact that the Toyota’s personnel system is mainly focused on the development of
organization and not on the individual’s quality of life, the recent advent of a
democratic labor union seems inevitable.
The mechanism which matches up the human side and technology side factors
under the unequal situation in industrial relations makes TPS exceptional.
Korean car industry should focus on building well balanced industrial relations,
which can be harmonized with an organizational skill-formation system. Labor
movements also should consider and accept the way to reward high performer
properly, which will guarantee steady employment and high income.
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<Hyundai>
This chapter purposes to explain the characteristics of Hyundai production
system in terms of ‘systemic rationalization’ theory. Hyundai Motor Company
has developed the trend of ‘systemic rationalization’ for the production system,
as it has introduced and digested foreign technology under the circumstances of
Korean economy. From the point of ‘systemic rationalization’ theory, the
relative importance of direct labor has decreased, as ‘systemic rationalization’ of
Hyundai Motor Company has been advanced. As the ‘systemic rationalization’
has been developed, skill formation of laborers has been degraded into marginal
position. Nevertheless, skill formation itself has its own significance in the
Hyundai Motor Company.
The outline of this chapter is as follows. First, Hyundai Motor Company has
heavily depended on the active role of senior laborers and specialists, while the
ability of most laborers has been underdeveloped. However, the skill level of
senior laborers and specialists has not been evaluated as such high level that
they expected it should be.
Second, the skill formation system of Hyundai Motor Company has not been
properly functioned, because the employer and the employee did not feel the
necessity of education and training for the employees under the confrontational
labor relations. After the introduction of verification system, vocational ability
has been discarded during the 1990s, and the relative importance of education
and training has been decreased.
Third, the wage system of Hyundai Motor Company has nothing to do with
the skill formation of employee, because it has been based on the seniority of
employee. However, the wage system based on the seniority can not be
regarded as rational in terms of systemic rationalization theory. While the
seniority has nothing to do with the skill formation, the wage level has been
kept increasing.
Fourth, Hyundai Motor Company with the existing Hyundai production
system has fulfilled its competitive advantage by developing and producing the
small number of the cheap priced model. However, in order to survive the
environmental change in the future, Hyundai Motor Company has to establish
new Hyundai production system that can flexibly respond to the change of
consumer demand. New Hyundai production system includes the skill formation
system based on the wage system to support the improvement of skill level of
laborers.
